JAN 2 8 1987

Dear Sir or Madam:

We have conaidered yo.~ appl {cation for recoguitior. of axemption from
Faderal income tax under scction 501(c)(6) of the Internal Revenue
Code.

The information submitted indicates that you (PPO) were {ncorporated
under the State of NI Nonprofit Corporation Act on NN
HEl. The objectives for which you were formed are tc improve the
conditions for tha practice of chiropract{s medicine by facilitating
the dalivery of efficiaent, cost effective health care secvices by
qualified providers; to promote the common Interest of tla chiroprac-
tic profession by fostering the davelopment of the highest atandards

2€ care and truatment of patients and the effective delivery of chiro-
practic sarvices; and, to otherwise engage in any activity which is per-
missible for an organization which qualifies under section S01(c)(h) of
the Ianternal Revenue Code of 1954,

You atate that to accompl {sh your purposes, you will negotiate with {nsur-

ance carriers, self-Iingured and othner purchasers of health care to provide

health care services with the objective of achir-ing cost contsimment while
maintaining quality of care.

The Physiciar Agreement you enter into with ghysiciane who wish tn parti~
cipate &n your program contalnr the fo' " ~wirg provisions:

a) Physician agrees and hereby suti ,rizes PPO to negotiate
direstly with insurance companies, salf~insured groups,
and other purchasars of health benafi{ts on behalf of
Physician and to enter into contracts far the provision
of chiropractic care to be furnighed hy Physician at
lower than usual fees.

b) PPO agrees to sssume merkoting and administrative respon-
eibilities for:t selling Physician eervices to Pur hasers
at sgresd upon percsntage of the a; “oved Paysician fee
schadule established for the geographic regiou in which
Physician conducts business; Submit all claims for payment,
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after review for guality care and proper utflization of
services, and tlereafter process all Phvesictlan clajums
and collect poyments from Purchasers; lUpon receipt of
Jaymenta, PPO will forward much paymente to Physiclane
lens stated/agroed upor adwinistrative fec.

tretion 501 () of the Tode desoribes coriuln organizarions cxempt fiom
Federal Tncome tox under scctjon 501(a) end reade, {r part, ns followa.
"{65 Buaineer leagues, chenbers of commercs, real ertate boardn,
Feirds of troade, #7% pot orpaniied for profit and no poat of the
e rodngs of whicelh frures te Che benefft of any privaic ghores
helde or fndtfvtidu b

A

eorfon 180V (eMaMY e 1tk g guiatiors provides ae foliue

Yo husinens Teopue Ta an acgoc!orTen cf peisons baving oy o orron
bus g Intereer ooty porpese of which e to prometi el oot o

{r orest and o' te cogape In o rezpuel v busincse of o bind ordi-
natily corvied o far proafit. Tt S an organtzation of the nire
general olars as o (bamber of conmeror o1 kasrd of trade. Thue,
Uoe zetlvltleon shod 7! bhe dirrcicd to the fmprovement of businees
com{itone of one o1 more 'ines of busfnens as dieiinpguisbed from
the perforpance oy Jartiovlor acevieor et dndfoddéual praogone.
orgpanizavion whore purpose e o copnpe Inon o reguler business of w
Find onvdnertyy corried o for ;o0 7it ) cva theupk the Poandness i
conducted on » canperat o hanis or produces L 1y saflftolent incons

to be pedicguntotinna, 16 ner oo boenose Teopg (AT

C e, s

Revenue Rulltng < 5-70, Ierornal {C””MUN Fulletto 19836170 paps O, Lo dd

' an inddvidus! precttar ssanciotion that proevideg henlth services
“hr ough wrltten egreements L h e 7th gefntenance eorgantaeticone doey
vot qualify for evemption from Federal income tex as o soctsl welfere
organfzation under scction 500003000 The ecrganfzaticn'ns primary acti-
vities arc to scrve ¢ oa parysdining apent for fte moolevea In denllap
with BMNCs, ane to porfoin e sddmintptretfve clafme gervicos 1equired
by tye aprcements neget Codoo with the RNGes T o de codd o oreplitotfon
amount by each HMO thyaed ¢ the neeher of HHC pubsecr thers entitied to
recctve medical sorvices. Membove {00 the ovgenizal lur for servicos
rendered to the BMO subarifbers and ncce ¢ ctatms paymoct for the nr-
genization as payment for soicicer vondeowd, Membtere apre  to reim-
buraement by the orgaulzation on s fee={ a-nervices veats according

ta a fer sehedule stablisbed by 4 bors of direerires of rhe organi-
gatfon. ‘The fee schedulc reoflects the uanal customary f{res chorged by
the memlers~phyuictiane fa thedr prvere medfcal practice.
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;ﬁ"m e q,..a‘ ,thwd ou the wailcbh informaticn, we hold that you.do pot quulify for
~examption from Federal income tax under sectioh “31(c)(5) of the Code
becaugs you are operating for the benefit of your members and in a4
manner similar to organizationt carried on for profit. You are but a

:u slight variation of the organizaitlon d.acribed fu Revenue Pullng §6-98
R (8UbraY. Yru pegotiate with insurance enrriers, melf-iusured groups,

and other purchasers of heanlth services while It nepotiated with IRMOe;
you btoth asswmed marketing and adminietrative reaponsib{l?ties and
were paid for the services; you both collected fecs aud rotmburced the
physiclan members. You are obvicusly opernted for the benefit of your
members by regotiating with health pervices purchascrs to provide thew
acceag to a large group of patlents.

In addition, because the pil11ing nnd collection € rvices jaovide an
cconowy or (onvenience to yvour membey relating to the operation of their
privote medicol precidcis, you «re primarily perforndng perticular ser-
vices for your members. Even theuph your rervices werc offecred to ol
chirvoprrctors dn the State of I, your boncfite marely flow to
those who particlpate in your propram. Therefore, you do not better cen-
ditions for all chiraptectors in the Siste, bot, I[nrtend, ore dovoled to
maxtiizing fees for your amemhers. You rre not operated as ¢ husinens
Teagee within the mesning of scetion 1.501(c){06%1 of the regulations.

You indicated on the aonplication and {(u lir. I ]
B, ctocr ther you atve [inanciclly nuppotted by membors ducs ard
asroagmente and thnt a1l fres w11 be pald directly to the membera.  Thie
docm net spiee witl the pliysic!an agreemcnt you subrdtted. However, cuep
1f you do codlect fers, ve ho'7 that the other scivices for the morbevs
would @ti)1 preclude exemplion.

_You are vequited to file an annuval Federal income tos return on Forw 1120,

it you do not sgree wirth these con~lupione, you may, within 30 days from
the fatc of this letter, file dn duplica’e a brlefl of the {acts, Taw, and
l agrument that clearlvy ote forth your pasftion. 1{ you desr‘te ar ornl
Aiscugsion of the {esue, please indfrate thin In your pretest.  The en-
: cicsod Publication 892 gives inatructions for €5l.ng a protest.

If you do not file n protest with thig office wit' 'n 30 deys of the date
.of this report or letter, thig proposed determinai or 411 become final
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If!you agree with these conclusions or do not yish to file a weitten pro-
Wig vt 77 ¢ test, please sign end returr Form GO18 in the enclosed self-addressed. enve-
M lope as poon as posaible.

v

If you have any quustions, plesse contact the pergon whese rame and tele-
phone number are ahown in the heading of this letter.

Sincerely,

W
Listrict Myccoer
Incleosure;
Form 618
Fublication 8972
“e, ”\
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